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technology which is not yet tested by experience in the branch of manufacture 
concerned. | 

[he opening of a new market into which the specific product has not 
previously entered. The discovery of a new source of supply of raw material, 
irrespective of whether this source already exists or has first to be created. 

The carrying out of the new form of organization of any industry by 
creating of a monopoly position or the breaking up of it. . 

4. Managerial Function: 

Entrepreneur also performs a variety of managerial function like 
determination of business objectives, formulation of production plans, product 
analysis and market research, organization of sales procuring machine and material, 
recruitment of men and undertaking, of business operations. He also undertakes the 
basic managerial functions of planning, organizing, co-ordinating, staffing, directing, 
motivating and controlling in the enterprise. He provides a logical and scientific basis 
to the above functions for the smooth operation of the enterprise thereby avoids chaos 
in the field of production, marketing, purchasing, recruiting and selection, etc. In 
large establishments, these managerial functions of the entrepreneur are delegated to 
the paid managers for more effective and efficient execution. 

5. Decision Making Function: 

The most vital function an entrepreneur discharges refers to decision 
making in various fields of the business enterprise. He is the decision maker of all 
activities of the enterprise. A. H. Cole described an entrepreneur as a decision maker 
and attributed the following functions to him. 

He determines the business objectives suitable for the enterprise. 

He develops an organization and creates an atmosphere for 
maintaining a cordial relationship with subordinates and all employees of the 
organization. : 

He decides in securing adequate financial resources for the 


organization and maintains good relations with the existing and potential investors 


and financiers. | | Q 
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1. Solo operators: 

These entrepreneurs prefer to set up their business individually. They 
introduce their own capital, intellect and business acumen to run the enterprise 
successfully They operate their business mainly in the form of proprietorship type of 
concern. | 
2. Active partners: 

Entrepreneurs of this type jointly put their efforts to build enterprise 
pooling together their own resources. They actively participate in managing the daily 
routine of the business concern. As such, the business houses or the firms which are 
managed by the active partners become more successful in their operation. 

3. Inventors: 

These entrepreneurs primarily involve themselves in Research and 
Development (R and D) activities. They are creative in character and feel happy in 
inventing new products, technologies and methods of production 
4. Challengers: 

Entrepreneurs of this type take challenges to establish business 
venture as mark of achievement. They keep on improving their standard and face 
boldly the odds and adversities that come in their way. They use their business 
acumen and talent to convert the odds into opportunities thereby making profit. 
According to them, if there is no challenge in life, there is no charm in life. 
Challenges make them bold, and thus, they never hesitate to plunge themselves into 
uncertainties for earning profit. 

S. Buyers (entrepreneurs): | 

These entrepreneurs explore opportunities to purchase the existing 
units which may be seized or are in running condition. If the units they purchase are 
sick they turn them around using their experiences, expertise and business acumen. 
By purchasing these units they make themselves free from the hassles of building 
infrastructures and other facilities. 

6. Life timers: 


These entrepreneurs believe that business is the part and parcel of their 


life. They take up the business to reunite successfully as a matter of ego satisfaction. 
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souls" to big corporations, whilst others will do whatever they can to work for 
themselves and "be their own boss". This difference highlights the rebellious, 
impulsive and risk-prone nature of entrepreneurial people compared to their less 
entrepreneurial counterparts, but there is also a difference in ability: entrepreneurial 
individuals see more opportunities, make more connections, and produce more novel 
ideas, than their less entrepreneurial peers, and this ability is not measured by typical 
IQ tests. It would seem, then, that the essential force underlying entrepreneurship iS 
the desire and ability to invent something new, something that has the potential to 
improve the lives of many others (not just one's own) and add value to society. 
Although when we think of entrepreneurial people we tend to think of 
successful businessmen, creating a business is neither necessary nor sufficient for 
entrepreneurship, just as being a manager or politician by no means a sign of good 
leadership. In fact, most managers and politicians are terrible leaders, and most 
businesspeople lack any talent for entrepreneurship. Likewise - and perhaps more 
importantly - you may have great potential for entrepreneurship even if you never set 
up a business. You only need to read the biography of any great entrepreneur to 
realise that the decisive factor is not the specific business they created (that is almost 
anecdotal), but the personality of the entrepreneur: his/her ambition, creativity, and 
opportunism. | | 
Without these personality traits, you would still be drinking bad 
coffee, going to the library, and posting letters. This is why you should care about 
entrepreneurship, and why that implies caring about personality: Personality rules the 
world, and the more power a person has, the more important is personality. Social 
psychology has shown us how our lives are affected by others, but personality 
psychology explains why some people are much more likely than others to affect our 
lives. Entrepreneurship is just another process by which this influence occurs; it is 
(like leadership) the natural consequence of differences in personality and yet another 
proof that the personality of some is much more influential-than.others'. 
1. The Improver: 


If you operate your business predominately in the improver mode, you 


are focused on using your company as a means to improve the world. Your 
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(2) Creates Large-Scale Employment Opportunities: 

Entrepreneurs provide immediate large-scale employment to the 
unemployed which is a chronic problem of underdeveloped nations. With the setting 
up.of more and more units by entrepreneurs, both on small and large-scale numerous 
job opportunities are created for others. As time passes, these enterprises grow, 
providing direct and indirect employment opportunities to many more. In this way, 
entrepreneurs play an effective role in reducing the problem of unemployment in the 
country which in turn clears the path towards economic development of the nation. 

(3) Promotes Balanced Regional Development: 

Entrepreneurs help to remove regional disparities through setting up of 
industries in less developed and backward areas. The growth of industries and 
business in these areas lead to a large number of public benefits like road transport, 
health, education, entertainment, etc. Setting up of more industries lead to more 
development of backward regions and thereby promotes balanced regional 
development. 

(4) Reduces Concentration of Economic Power: 

Economic power is the natural outcome of industrial and business 
activity. Industrial development normally leads to concentration of economic power 
in the hands of a few individuals which results in the growth of monopolies. In order 
to redress this problem a large number of entrepreneurs need to be developed, which 
will help reduce the concentration of economic power amongst the population. 

(5) Wealth Creation and Distribution: | 

It stimulates equitable redistribution of wealth and income in the 
interest of the country to more people and geographic areas, thus giving benefit to 
larger sections of the society. Entrepreneurial activities also generate more activities 
and give a multiplier effect in the economy. 

(6) Increasing Gross National Product and Per Capita Income: 
Entrepreneurs are always on the lookout for opportunities. They 


explore and exploit opportunities,, encourage effective resource mobilisation of 


capital and skill, bring in new products and services and develops markets for growth 
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1.13.1.Future of Indian Entrepreneurship 

= The history of Indian entrepreneurship is full of paradoxes ranging 
from heights of glory as pioneers of sea trading to the abyss of colonial freeze under 
British rule. Despite all odds, the fire was never extinguished from the natural genes 
of the Indian entrepreneur who survived to reappear whenever history accorded the 
opportunity. Today Indian entrepreneurs are among the most successful and respected 
across the globe for their grit and acumen. | 


The Early Phases 

Before the advent of the Moguls India was known as the land of the 
“The Golden Bird' symbolizing the best in all forms of living due to.a rich heritage of 
trade and commerce which has resulted in amassing of the substantial wealth in the 
sub continent. Even during the Mogul era trade continued though restricted with 
several issues of faith and finance based restrictions. 

It was: with the British colonization that the wheel of entrepreneurship 
came to a grinding halt. The government not only discontinued patronage to the 
industries but took extreme steps to ensure the death of the entrepreneurial spirit of 
the nation. This long phase of inaction due to foreign goods domination left sever 
scars on the psyche of the Indian business which manifested in several forms such as 
Babudom even after independence. 

The Post Independence Scenario 

The arrival of independence could not infuse much life into the 
business community and most of the industries stayed limited to urban areas of 
Calcutta, Bombay, Ahmedabad and Madras in the first decade. 

Sixties: This decade saw a huge emphasis on government sponsored 
‚heavy industries without much attention to the small and medium units that some 
struggling entrepreneurs were desperately trying to establish. There was several small 
scale industries which sprouted to provide ancillary support to the large industries but 
more than 40 % of those turned sick within a very short span of time. 

Seventies: The licensing Raj was its peak in this decade which 


witnessed some initiative by the government to encourage export oriented industries 


as a desperate measure to enhance foreign exchange reserves. There was a miniscule 
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‚span of time. The answer lies in the fact that the entrepreneurial skills of the Indians 
had long been suppressed by incorrect policies and inadequate support by the 
government of the time. The spring was recoiled and with the slightest of opportunity 
it sprang into action. 

The government initiated the process by easing of restrictions and 
making available capital required for such ventures. Simultaneously the educational 
set up of the nation ensured that adequate training for entrepreneurial process is 
available to the aspiring young Indian. The process of providing computer education 
which was initiated in the eighties has paid rich dividends in creating a generation of 
IT literate people that could carry them through transformation by harnessing the real 
potential of technology. 

Strengthening Entrepreneurship Spirit 

Entrepreneurship strives on three pillars - finance, managerial 
capabilities and favorable government policies. The harmonious combination of all 
three factors at the beginning of the century propelled the Indian entrepreneurs to 
break grounds considered out of reach hitherto. The spirit of enterprise is a vital 
ingredient for success in entrepreneurship. In India, both the government as well as 
the society at large has been instrumental in fostering this spirit in the next 
generation. 

Today the environment is conducive for venturing into new business 
arenas. Most of the established educational institutions are providing training 
facilities to hone the skills of the young to match their spirit. Major management 
institutions havę dedicated graduate as well undergraduate programs on 
entrepreneurship to help build the workforce required to carry forward this legacy. 
Today there are dedicated entrepreneurial institutions such as the Entrepreneurship 
Institute in Ahmedabad which have the distinction of offering the most varied 
programs in the field. 

A host of favorable programs and policies that help and encourage the 
SMEs have been instituted over the past few years which have also contributed 


significantly in this direction. The government has set up independent financing 


agencies such as the SIDBI and NABARD which provide exclusive financial 
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Some of the incentives offered are: 

Y” Transportation subsidies to promote industries in areas that are not easily 
accessible, like remote hilly areas. A subsidy of 50% to 90% on transportation 
costs is available under this scheme. 

Y” A Subsidy at the rate of 15% of the investment amount in plant and machinery 
is given under the capital investment subsidy scheme. 

Y” A subsidy for interest relief is also provided at a rate of 3% for new industrial 
units in some areas. 

While in the past setting up an industry in India was not an easy task 
because of bureaucratic requirements that needed to be fulfilled. However both the 
central and state governments have now made efforts to improve some things. 
Industrial Unit Startup Information for NRIs 

For Non Resident Indians returning to India to start up industrial units. 
They will find that there is plenty of talent available in India. Hiring the right kind of 
person can make things quite easy to go through the maze of Indian regulations. 
While the government no doubt is trying to bring out reforms to make things easier 
for foreign investors, the attitude of some officials is difficult to change. 

Those who encounter problems should use the several channels 
available now to report clerks use delaying tactics for personal gain. 

Returning NRI's who can tolerate the in'tial adjustment setbacks in 
establishing themselves when they return to India will ultimately find the rewards 
well worth the effort. India offers investors tremendous opportunities ¿nd is presently 
one of the most sought locations for industrial investment. 

Loans available for starting Industrial venture in India 

There we two main financial institutions available for loans for 
entrepreneurs on the (federal/ all India level). 

1. Industrial Development Bank of India(IDBI) 

2. Industrial Finance Corporation of India (IFCI) 

The Industrial Development Bank of India is the head institution in the 


area of long term industrial finance. It was established under the IDBI Act 1964 as a 


wholly owned subsidiary of RBI and started functioning on July 01, 1964. Under 
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3. Market and Industry Structure Changes. 

Industry structures change in response to growth and changes in the 
marketplace. One of the most dramatic changes can be seen in the health care 
industry. The rise of HMOs (health maintenance organizations) and the decline of the 
traditional fee-for-service plans have impacted the health-care industry as a whole. 

B) EXTERNAL TO A COMPANY 
1. Demographic Changes. 

Demographic changes are shifts in the makeup of the population. 
Increases in the Hispanic and Asian populations in the United States create 
opportunities for new products and services, such as cable television stations targeting — 
these audiences. Innovations in prepared meals and takeout food are meeting the 
needs of busy two-income families and single-parent families. 

2. Change in perception. 

Americans have become more health conscious and we have seen the 
rise in popularity of stores such as GNC which cater to the demand for vitamins and 
- other supplements. Similarly, stores such as Whole Foods provide organic produce, 
meats, dairy, and fish free from additives to satisfy a growing market demand for 
chemical-free products. 

Managing customers’ perceptions of a product and an organization is 
an important aspect of business communication. Customers’ perceptions of a product 
may be different to those of the organization that supplies it, so it is essential for an 
organization to understand how to appropriately manage those perceptions. 

a) Customer Perceptions | 

Customers form perceptions of products based on their experience of 
acquiring and using them. Poor experience at any stage of ownership will create a 
negative perception of the product and the organization that supplied it. Organizations 
that are aware of any issues that customers face should accept the problem and 
communicate the fact that they are aiming to make improvements. 

b) Understand | : 


To communicate effectively, organizations must understand the nature 


of customer perceptions. According to research firm Info Trends, experience in using 











145 





A small company can use a number of business strategies, depending 
on its situation. For example, new companies may face different challenges than 
companies that are more established. Therefore, the business strategies they 
implement may be different from those of key competitors. Four types of business 
strategies include the growth, product differentiation, and price skimming and 
acquisition strategy. 

A growth strategy entails introducing new products or adding new 
features to existing products. Sometimes, a small company may be forced to modify 
or increase its product line to keep up with competitors. Otherwise, customers may 
start using the new technology of a competitive company. For example, cell phone 
companies are constantly adding new features or discovering new technology. Cell 
phone companies that do not keep up with consumer demand will not stay in business 
very long. 

A small company may also adopt a growth strategy by finding a new 
market for its products. Sometimes, companies find new markets for their products by 
- accident. For example, a small consumer soap manufacturer may discover through 
marketing research that industrial workers like its products. Hence, in addition to 
selling soap in retail stores, the company could package the soap in larger containers 
for factory and plant workers. 

Small companies will often use a product differentiation strategy when 
they have a competitive advantage, such as superior quality or service. For example, a 
small manufacturer or air purifiers may set themselves apart from competitors with 


their superior engineering design. 


4.2. OBJECTIVES 





After reading this lesson the learners will be able to 
> To study the concept of market and channel selection 
Know the Growth Strategies in Small Business 


> 
> To know the product launching in market 
> 


To study the Role of Venture Capitalists and Angel Investors 
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should be discarded. A company can test many new product idea alternatives with 
this evaluation method; promising ideas can be further developed and resources not | 


wasted on ideas that are incompatible with the market's values. 


It is also important to determine the need for the new product as well 
as its value to the company. If there is no need for the suggested product, its 
development should not be continued. Similarly, the new product idea should not be 
developed if it does not have any benefit or value to the firm. In order to accurately 
determine the need for a new product, it is helpful to define the potential needs of the 
market in terms of timing, satisfaction, alternatives, benefits and risks, future 
expectations, price-versus-product performance features, market structure and size, 
and economic conditions. This comparison with competitive products will indicate 
the proposed produtt's strengths and weaknesses. 

The need determination should focus on the type of need, its timing, 
the users involved with trying the product, the importance of controllable marketing 
variables, the overall market structure, and the characteristics of the market. Each of 
these factors should be evaluated in terms of the characteristics of the new idea being 
considered and the aspects and capabilities or present methods for satisfying the . 
particular need. This analysis will indicate the extent of the opportunity available. 
"4.3.2.Concept Stage | 

| After a new product idea has passed evaluation in the idea stage, it 
should be further developed and refined through interaction with consumers. In the 
concept stage, the refined product idea is tested to detemline consumer acceptance; 
initial reactions to the concept are obtained from potential customers or members of 
the distribution channel when appropriate. One method of measuring consumer 
acceptance is the conversational interview in which selected respondents are exposed 
to statements that reflect the physical characteristics and attributes of the product 
idea. Where competing products exist, these statements can also compare the primary 
features of existing products. Favorable as well as unfavorable product features can 


be discovered by analyzing consumers' responses, with the favorable features then 


being incorporated into the product. 
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more acute challenges than ordinary businesses. In order to mitigate risks at every 
step, they can conduct an effective and efficient internal audit in their firms. An 
internal audit exercise can help SMEs implement strong internal controls which will 
help to reduce the risk of fraud and also provide various other benefits, right from 
raising funds and ensuring regulatory compliance, to supply chain integrity, business 
- continuity and expenditure control. | 

A governance framework can be put in place as well — governance 
practices like effective risk and crisis management and good safety policies are 
crucial in this context. A smartly crafted and voluntary governance framework that is 
light but focused for the cause of SMEs is the need of the hour. For SMEs that are 
eyeing export business or planning to expand global reach, creditworthiness tools 
such as a Letter of Credit to protect their business transactions overseas and facilitate 
business growth is crucial. | 
What technological challenges do SMEs face once they go international? 

SMEs constitute over 90 per cent of total enterprises in most 
economies. They are credited with generating the highest rates of employment growth 
and account for a major share of industrial production and exports. A key 
technological challenge faced by SMEs going global is the ability to conduct business 
through e-commerce in a new market. E-commerce has become a popular way for 
conducting business in countries around the world, especially in developed 
economies. SMEs face financial and management difficulties in an e-commerce 
, model. They also lack the capabilities to advertise and market their products over 


various electronic mediums, including the social medium. 


They also face other technological challenges. One is finited internal 
IT expertise and managerial knowledge, since very few employees of a typical SME 
gain relevant expertise in IT during their education (largely vocational training). 
Another relates to ICT budget and affordable solutions — most SME firms do not 
have a formal IT budgeting process and hence don't plan for ICT investments. Also, 


while hardware prices have been declining recently, software and IT service costs 


have not shown any downward bias. 





